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Failure  of  German  Compulsory  Health  Insurance 
A  War  Revelation 

The  primary  purpose  of  the  establishment  of  compulsory  social  insur- 
ance in  Germany  was  to  hinder  the  rise,  curtail  the  powers,  and  ultimately 
destroy  the  Socialistic  movement,  chiefly  as  represented  by  the  political 
activities  of  the  Social  Democratic  party.  It  was  conceived  by  the  im- 
perial regime  as  a  paramount  necessity  to  stabilize  and  perpetuate  the 
imperial  throne  and  as  a  condition  precedent  to  the  secret  projects  of  the 
military  powers  for  world  conquest  and  imperial  aggrandizement.  By 
means  of  a  cleverly  devised  terminology  and  downright  methods  of  delib- 
erate deception,  the  German  working  people  were  deluded  into  the  belief 
that  the  so-called  system  of  compulsory  health  insurance  was  primarily 
intended  for  tlieir  benefit  as  the  most  effective  means  of  social  amelioration. 
Yet,  what  was  called  social  "insurance"  was  never  a  true  system  or  method 
of  insurance  in  the  universally  accepted  sense  of  the  term  derived  from 
the  Rhodian  Sea  Laws,  in  which  the  principle  of  equitable  contributions 
proportionate  to  the  benefits  secured  was  first  laid  down  and  for  all  time. 
But  the  recognized  social  value  of  insurance  methods  was  clearly  realized 
by  the  German  government  and  utilized  as  a  means  of  establishing  the 
most  drastic,  burdensome  and  unnecessary  system  of  social  control  con- 
ceivable, even  under  the  regime  of  an  imperial  and  military  autocracy, 
for  in  all  the  autocracies  of  the  past  the  government  concerned  itself 
chiefly  with  the  control  of  the  person  for  military  purposes  and  the 
auxiliary  exercise  of  the  taxing  power  to  secure  the  required  revenues  for 
military  needs.  The  German  government,  clearly  realizing  in  the  rising 
tide  of  German  democracy  a  serious  menace  to  the  imperial  throne,  relied 
upon  the  system  of  compulsory  social  insurance  to  bring  about  the  com- 
plete subjection  of  German  wage-earners  to  the  will  and  the  whim  of  the 
vast  bureaucratic  and,  of  course,  primarily  political  machine  organized 
in  connection  therewith.  For  some  thirty  years  the  government  succeeded 
in  thus  fostering  the  popular  delusion  that  compulsory  health  insurance 
was  really  serving  the  social  needs  of  the  German  people,  because  of  the 
social  progress  attained  by  them,  in  response  to  increased  intelligence, 
increased  international  competition,  opportunities  for  foreign  trade,  a 
high  protective  tariff  fostering  German  industries,  and  the  power  for 
individual  advancement,  inborn  in  the  heart  and  soul  of  every  man  and 
woman  above  the  level  of  the  brute. 

The  spirit  of  socialism  in  Germany  was,  however,  not  diminished,  but 
quite  to  the  contrary  strongly  accentuated  by  social  insurance,  which  did 
not  remove  the  true  and  miderlying  causes  of  social  unrest.  In  1884, 
when  the  social  insurance  system  came  into  existence,  the  Socialistic  vote 


was  550,000.  In  1912,  and  regardless  of  every  effort  at  suppression  and 
discouragement,  the  vote  was  4,250,000!  Socialism  had  its  rise  in  Ger- 
many largely  because  of  intolerable  social  and  political  conditions, 
ignoble  class  distinctions  and  autocratic  interference  in  the  private  affairs 
of  the  people.  As  has  well  been  said  by  a  brilliant  French  writer  on 
Anglo-Saxon  superiority,  M.  Edmond  Demolins:  "Socialism  is  essentially 
a  product  of  German  origin  and  manufacture — its  center  of  formation 
is  in  Germany;  it  is  from  Germany  that  it  permeates  the  world."  And  as 
observed  by  a  member  of  the  Reichstag,  Bamberger :  "A  remarkable  thing 
is  that  socialistic  ideas  have  found  nowhere  a  better  welcome  than  in 
Germany.  Not  only  do  these  ideas  fascinate  the  work  people,  but  the 
middle  classes  cannot  resist  them,  and  we  often  hear  persons  of  that  class 
saying,  'Why,  indeed,  perhaps  everything  may  go  on  better  thus;  why 
should  there  not  be  a  trial?'  Moreover,  Socialism  has  reached  the  upper 
classes;  it  has  a  seat  in  the  Academies;  it  speaks  from  the  lecture  chair 
in  the  Universities."  Also  in  the  words  of  Demolins:  "It  may  be  said 
that  the  genera  of  Socialists  are  to  be  found  in  Germany — Revolutionary 
Socialists,  Conservative  Socialists,  Evangelical  Socialists,  Catholic  Social- 
ists, who  lecture  in  the  very  Universities.  Such  a  general  and  varied 
blossoming  is  proof  enough  that  this  plant  has  found  in  Germany  a  most 
favorable  soil  for  its  growth  and  efflorescence." 

The  foundation  document  of  German  social  insurance  was  signed  by 
Emperor  William  I  on  November  17,  1881.  The  armistice  terminating 
the  world  war  was  signed  by  a  Socialist  in  behalf  of  the  German  people 
on  November  11,  1918.  The  paternalistic  system  had  been  tried  and  been 
found  wanting.  Though  but  half-realized  even  now,  the  pseudo-socialistic 
order,  establishment  by  the  fiat  of  the  government,  was  ended  for  all  time. 
As  foreshadowed  by  Demolins  in  his  praise  of  Anglo-Saxon  superiority 
and  private  initiative  and  self-help:  "The  social  problem  is  not  solved 
by  tendering  assistance  to  individuals  any  more  than  the  secret  of  life 
consists  in  keeping  ourselves  alive  by  dint  of  swallowing  drugs.  Neither 
assistance  nor  drugs  are  a  natural  or  a  normal  means  of  sustaining  life. 
It  is  true  wisdom  to  manage  without  artificial  aids." 

All  compulsory  social  insurance  rests  upon  profound  misconceptions 
of  life  and  labor  in  a  democracy,  for  it  involves  the  establishment  of  a 
permanent  class  distinction  in  precisely  the  same  pernicious  manner  as 
class  distinctions  were  established  in  England  under  the  Poor  Law  of 
1601.  Social  insurance  in  Germany  was  never  more  than  a  carefully 
designed  but  most  insidious  form  of  poor  relief,  or  supplementary  grants 
in  aid,  required  to  amplify  insufficient  incomes,  or  offset  unwholesome  or 
otherwise  detrimental  environmental  conditions.  The  relative  improve- 
ment in  these  conditions  in  Germany  during  the  last  forty  years  was 
unquestionably  remarkable,  but,  nevertheless,  in  decided  contrast  to  the 
social  and  economic  progress  of  Greater  Britain  and  the  United  States 
and  other  industrial  nations  of  the  world.  In  place  of  a  state  policy, 
aiming  deliberately  at  a  higher  standard  of  living  among  wage-earners 


and  their  dependents,  as  fundamentally  conditioned  by  higher  wages, 
shorter  hours,  a  lesser  proportion  of  children  and  married  women  at  work, 
a  more  wholesome  system  of  housing  compatible  with  modern  conceptions 
of  home  life,  better  and  more  nutritious  food  and  lower  prices,  the  delib- 
erate control  of  the  drink  evil  and  state-recognized  prostitution,  public 
lotteries,  etc.,  the  late  German  Imperial  Government  chose  the  fatuous 
course  of  believing  in  a  system  of  amelioration  and  relief,  cleverly  designed 
under  high-sounding  terms  of  welfare  and  insurance,  in  place  of  con- 
ceding the  rightful  exercise  of  true  personal  and  political  freedom  inherent 
in  the  life  of  the  people  of  any  and  every  modem  state. 

The  system  was  a  failure  even  in  the  direction  in  which  it  had  been 
anticipated  it  would  be  most  successful.  The  amounts  paid  out  in  the 
form  of  relief  were,  broadly  speaking,  inadequate  or  insufficient  to  provide 
the  workman  concerned  or  his  family  with  the  required  degree  of  economic 
security  common  to  the  people  of  this  country.  The  medical  attendance 
was  far  from  being  anywhere  near  to  the  high  degree  of  intrinsic  medical 
skill,  in  conformity  to  the  remarkable  progress  in  modem  medicine  and 
surgery.  The  low  average  earnings  of  most  of  the  members  of  the  medical 
profession  in  Germany  were  out  of  all  proportion  to  their  social  and  pro- 
fessional status.  They,  indeed,  perhaps  more  than  any  other  element  of 
the  German  people,  deliberately  exchanged  a  condition  of  relative  freedom 
for  absolute  bondage.  The  so-called  panel  system  resulted  in  the  entrench- 
ment of  mediocrity  in  medical  service  by  discouraging  the  fullest  exercise 
of  unusual  skill.  Another  and  truly  lamentable  result  of  German  compul- 
sory sickness  insurance  has  been  to  bring  into  existence  a  vast  amount  of 
alleged  illness,  or  an  exaggeration  of  the  relative  importance  of  minor 
ailments,  involving  enormous  and  largely  unnecessary  disbursements, 
followed  in  certain  industries  at  least  by  serious  difficulties  in  international 
competition.  No  wonder  that,  with  a  full  understanding  of  the  fragile 
fabric  erected  with  such  consummate  skill  in  false  pretense  and  elaborate 
deception,  the  late  Imperial  German  Government  should  have  initiated 
and  supported  with  an  abundance  of  means  a  subtle  propaganda  for  the 
organization  of  corresponding  institutions  or  methods  in  all  the  industrial 
countries  with  which  her  people  were  in  constant  and  often  strenuous 
international  competition. 

But  the  propaganda  failed,  at  least  in  this  country,  just  as  it  deserved 
to  have  failed  in  other  countries,  particularly  in  the  United  Kingdom, 
where,  unhappily,  in  response  to  ill-considered  suggestions,  a  plan  of 
compulsory  health  insurance  was  adopted  in  1911.  William  A.  Brend, 
author  of  a  standard  treatise  on  Health  and  the  State,  written  largely  with 
reference  to  the  pernicious  effects  of  national  health  insurance,  observes 
that: 

The  National  Health  Insurance  Act  is  the  most  ambitious  piece 
of  public  health  legislation  ever  carried  through  in  this  country. 
No  previous  measure  has  directly  affected  so  large  a  number  of  per- 
sons, involved  so  great  a  cost,  made  such  demands  upon  adminis- 


tration,  or  been  introduced  with  such  lavish  promises  of  benefit  to 
follow,  and  no  previous  measure  has  ever  failed  so  signally  in  its 
primary  object. 

In  explanation  of  his  views,  based  upon  large  experience,  patient 
inquiry  and  impartial  consideration,  he  remarks  that: 

Probably  the  greatest  obstacle  to  the  development  of  a  sound 
and  comprehensive  scheme  for  protecting  the  health  of  the  com- 
munity has  been  the  failure  of  legislators  to  appreciate  the  com- 
plexities and  diflSculties  of  the  questions  with  which  they  are  dealing. 
Public  health  is  a  science  which  demands  years  of  study  for  its 
understanding;  many  of  its  problems  are  obscure,  and  often  the 
seemingly  apparent  remedies  for  its  defects  may  be  more  harmful 
than  beneficial.  Health  legislation  in  Parliament  has  always  suffered 
from  the  most  complete  absence  of  scientific  medical  criticism,  and 
the  Insurance  Act  was  no  exception  to  this  rule.  In  its  genesis,  in 
its  modifications  in  the  House  of  Commons,  and  very  largely  in  its 
subsequent  administration,  it  has  been  the  work  of  amateurs,  and 
it  contains  in  consequence  the  most  glaring  blunders. 

What  is  true  of  England  is  even  more  true  of  Germany.  Compulsory 
health  insurance  did  not  improve  the  health  of  the  working  portion  of  the 
community,  nor  did  it  materially  raise  the  standard  of  public  health.  All 
the  more  conspicuous  and  gratifying  results  in  the  improvement  of  social 
conditions,  the  lowering  of  the  death  rate,  the  gradual  elimination  of 
preventable  diseases,  etc.,  were  secured  more  effectively  in  this  country 
and  entirely  without  compulsory  insurance,  than  in  Germany  or  the  United 
Kingdom  in  consequence  of  the  establishment  of  pseudo-insurance  institu- 
tions ostensibly  serving  public  health  purposes.  Most  of  the  social  service 
institutions  which  have  come  into  existence  in  Germany  under  social  insur- 
ance have  been  established  in  this  country  in  consequence  of  the  aroused 
social  consciousness,  such,  for  illustration,  as  better  hospitals,  better  in- 
firmaries, better  dispensaries,  better  safety-first  rules  and  regulations,  etc. 

In  its  financial  aspects  the  system  presents  at  the  present  time  a  con- 
dition of  hopeless  chaos.  The  German  government  has  not  published  a 
thoroughly  digested  analysis  of  its  social  insurance  experience,  or  pre- 
sented full  financial  statements,  with  a  due  consideration  of  every  impor- 
tant element  of  cost.  By  a  skillful  process  of  financial  juggling,  she  has 
so  interrelated  the  workings  of  the  different  social  insurance  institutions 
that  it  is  impossible  to  disentangle  the  statistical  evidence,  all  of  which 
is  more  or  less  confusing  and  inconclusive.  The  German  government 
encouraged  in  every  way  the  belief  that  the  expense  of  administration  was 
comparatively  slight,  by  carefully  disregarding  the  shifting  of  the  inci- 
dence of  true  cost  upon  other  administrative  bureaus,  or  departments,  or 
branches,  of  the  government.     The  enormous  army  of  oflSicials  brought 


into  existence  under  such  an  extremely  complicated  system  resulted  neces- 
sarily in  a  material  increase  in  taxation,  not  reapportioned  or  properly 
reapportionable  to  the  different  branches  of  the  social  insurance  system. 
By  the  issue  of  a  veritable  flood  of  ofl&cial  publications  on  the  compulsory 
insurance  system  the  German  government  for  years  carried  on  a  most 
successful  propaganda  in  favor  of  the  extension  of  the  system  into  other 
countries  of  the  world.  Appealing  successfully  to  the  non-critical  mind 
of  the  average  investigator,  or  so-called  social  reformer,  the  oflficial  state- 
ments emanating  from  the  German  government  soon  became  the  current 
form  of  praise  and  flattery  of  the  system  on  the  part  of  those  in  authority, 
leaders  of  thought  and  public  opinion,  but  in  bitter  truth  unworthy  of 
public  confidence  and  trust.  Commissions  sent  abroad  to  investigate  the 
system  at  considerable  expense,  generally  returned  only  with  so-called 
"evidence,"  easily  secured  from  official  sources,  frequently  with  the  skillful 
aid  of  German  "experts"  in  the  employ  of  the  imperial  government. 
Elaborate  treatises  on  "The  German  Workman,"  "Social  Insurance  in 
Germany,"  "Medical  Benefit  in  Germany  and  Denmark,"  "Workmen's 
Insurance  in  Europe,"  "Insurance  and  the  State,"  "State  Insurance,"  "Re- 
cent Industrial  Progress  in  Germany,"  etc.,  one  and  all  reflect  rather  the 
insidiousness  of  the  German  propaganda  and  the  pernicious  influence  of 
German  thought  than  the  originality,  the  ability  and  the  intellectual 
honesty  of  the  writers  essaying  upon  a  subject  obviously  quite  outside 
of  the  range  of  their  full  understanding. 

American  economists,  mostly  with  training  in  German  universities, 
practically  one  and  all  have  sounded  the  praises  of  the  German  system  of 
social  insurance,  of  German  methods  of  social  reform,  and  of  German 
principles  of  social  reconstruction,  with  faint  praise  or  scant  appreciation 
of  what  has  been  done  and  is  being  done  in  the  United  States  and  in  con- 
formity to  the  free  institutions  of  our  republic  and  the  fundamental 
principles  of  a  genuine  democracy.  The  one  notable  exception,  perhaps, 
is  the  clear  and  penetrating  grasp  of  Prof.  Arthur  Twining  Hadley,  of 
Yale  University,  who  in  his  treatise  on  economics  as  early  as  1897,  said: 
"There  are  many  refonners  who  are  anxious  that  other  countries  should 
follow  the  example  of  Germany.  But  the  experiment  has  not  progressed 
far  enough  to  pass  judgment  on  its  success.  In  many  respects  the  gain 
to  the  public  from  a  system  of  this  kind  is  more  apparent  than  real.  The 
payments  to  the  insurance  funds  must  chiefly,  if  not  wholly,  come  out  of 
wages.  Even  though  they  may  be  nominally  levied  on  the  employer,  he 
is  compelled  by  competition  with  other  employers  who  are  not  subject 
to  this  levy  to  reduce  in  corresponding  degree  the  revenues  which  he  pays." 
As  high  an  authority  as  Prof.  Tausney  in  his  Economics,  concedes  that: 
"The  outcome  is  likely  to  be  that  the  compulsory-insurance  charges  will 
ultimately  come  out  of  the  workman's  own  earnings.  This  will  take  place 
and  not  necessarily  by  any  process  of  direct  reductions  in  wages,  but  more 
probably  in  progressive  countries  like  Germany  and  England,  by  a  failure 
of  wages  to  advance  as  much  as  they  would  otherwise  do." 


At  the  root  the  compulsory  insurance  problem  is  first  and  last  a  labor 
question.  If  the  social  condition  of  labor  is,  broadly  speaking,  as  satis- 
factory as  it  generally  is  throughout  the  United  States,  the  necessity 
for  a  subsidized  form  of  poor  relief  in  the  disguise  of  social  insurance 
obviously  does  not  arise,  even  remotely  as  a  matter  of  political  expediency. 
But  in  countries  with  low  standards  of  labor  and  life,  with  a  government 
administered  by  an  entrenched  autocratic  governing  class,  remote  from  the 
life  and  labor  of  the  wage-earning  element,  the  compulsory  insurance 
principle  is  quite  likely  to  appeal  as  a  panacea  or  a  solution,  even  though, 
as  in  Germany,  it  prove  merely  the  means  of  postponing  the  inevitable 
disaster  for  a  generation  or  two.  For  the  principle  itself  is  unsound 
and  has  been  proven  unsound  because  it  does  violence  to  the  universal 
law  of  all  social  progress,  that,  "Nothing  but  the  slow  modification  of 
humein  nature  by  the  discipline  of  social  life  can  produce  permanently 
advantageous  changes,"  and  it  is  equally  true,  in  the  words  of  Herbert 
Spencer,  that  "The  root  of  a  well-ordered  social  action  is  a  sentiment  of 
justice  which  at  once  insists  on  personal  freedom  and  is  solicitous  for  the 
like  freedom  of  others."  "Unhappily,"  he  observes  in  connection  therewith, 
"there  at  present  exists  but  a  very  inadequate  amount  of  this  sentiment," 
but  in  the  successful  fostering  of  sentiments  of  justice,  independence  and 
self-reliance  lies  the  future  safety  and  perpetuity  of  our  democratic  institu- 
tions and  the  republic  which  rests  upon  them.  The  failure  of  social  in- 
surance was  precisely  the  disregard  of  fundamental  principles  of  social 
justice  and  the  inherent  wrongfulness  of  class  distinctions,  making  vast 
numbers  helplessly  dependent  in  matters  of  vital  concern  upon  a  small 
governing  class,  thoroughly  entrenched  and  determined  at  all  costs  to 
hinder  the  true  social  and  political  development  of  the  masses.  Whether 
the  system  will  be  continued  under  the  new  regime  is,  of  course,  an  open 
question.  If  there  should  be,  as  contemplated  by  certain  radical  elements 
more  or  less  in  control,  a  repudiation  of  war  obligations  in  which  most  of 
the  funds  have  largely  invested,  the  entire  fabric  obviously  would  collapse. 
Since  these  institutions  represent  chiefly  wage-earners'  investments,  this 
course,  however,  is  not  likely  to  be  pursued.  But  if,  as  is  practically 
a  foregone  conclusion,  the  internal  debts  contracted  in  consequence  of 
the  war  will  be  ultimately  re-converted  with  substantial  reductions  both  in 
amount  and  interest  earnings,  the  outlook  for  the  future  of  social  insur- 
ance institutions  is  extremely  alarming.  For  naturally,  in  consequence 
of  the  war,  both  the  sickness  and  the  mortality  rates  have  been  consider- 
ably increased,  aside  from  a  clearly  recognized  physical  deterioration  of 
the  German  working  people,  men  and  women,  best  emphasized  in  the 
following  extract  from  the  medical  report  of  one  of  the  sanatoria  under 
the  control  of  the  Munich  Communal  Sick  Fund,  to  the  effect  that:  "Nearly 
all  of  the  patients  arrive  at  the  institution  in  a  more  or  less  alarming 
condition  of  under-nourishment.  Many  of  them,  also,  exhibit  unmistak- 
able signs  of  war  consequences  in  the  larger  degree  of  frequency  occur- 
rence of  nervous  diseases." 


Confronted  with  a  possible  substantial  loss  in  their  investments,  a 
decline  in  interest  earnings,  the  practical  certainty  of  the  deferred  payment 
of  such  earnings  on  war  obligations,  a  higher  death  rate,  particularly  in 
adult  life,  a  material  increase  in  general  morbidity,  as  well  as  in  premature 
invalidity,  together  with  diminished  contributions  from  those  incapacitated 
for  work,  while  at  the  same  time  in  need  of  increased  support,  the  German 
social  insurance  institutions  face  the  practical  certainty  of  disaster,  now 
or  in  the  not  far  distant  future,  as  the  case  may  be. 

The  profound  conviction  that  the  German  cause  of  world  conquest  was 
largely  conditioned  by  the  German  conception  of  so-called  social  or  com- 
pulsory insurance,  equivalent  to  the  social  control  of  the  wage-earning 
element  and  the  establishment  of  permanent  class  distinctions,  as  a  pre- 
requisite to  the  perpetuity  of  autocratic  imperial  military  power,  finds 
ample  support  in  the  statement  issued  by  the  late  Imperial  Chancellor  in 
his  first  address  to  the  German  Parliament  as  recently  as  October  6,  1918, 
when  he  said  in  part  that : 

At  the  peace  negotiations  the  German  Government  will  use  its 
efforts  to  tlie  end  that  the  treaties  shall  contain  provisions  concern- 
ing the  protection  of  labor  and  insurance  of  laborers,  which  pro- 
visions shall  oblige  the  treaty-making  states  to  institute  in  their 
respective  lands  within  a  prescribed  time  a  minimum  of  similar,  or 
at  least  equally  effective,  institutions  for  the  security  of  life  and 
health  as  for  the  care  of  laborers  in  the  case  of  illness,  accident  or 
invalidism. 

The  German  delegates  to  the  Peace  Conference  will  be  given  no 
opportunity  of  presenting  proposals  to  this  effect.  They  will  be  more 
seriously  concerned  with  questions  involving  the  very  fact  of  their  future 
political  existence  and  the  permanency  of  peaceful  relations  with  the 
remainder  of  mankind.  The  German  propaganda  for  the  extension  of 
compulsory  health  insurance,  particularly  into  countries  like  the  United 
States,  will  have  come  to  an  end.  The  subtle  menace  of  the  further  spread 
of  German  ideas  of  government  and  social  control  may  now  happily  be 
considered  a  thing  of  the  past.  The  emphatic  verdict  of  the  American 
people  has  been  rendered  upon  the  niunerous  proposals  which  have  been 
made  for  the  establishment  of  compulsory  health  insurance  in  this  country, 
and  of  which  the  most  assuring  as  well  as  conclusive  is  the  defeat  of  the 
proposed  constitutional  amendment  in  the  state  of  California  by  a  vote 
of  four  to  one.  For  to  the  American  propaganda  for  compulsory  health 
insurance  applies  with  entire  truth  the  dictum  that  it  was  "made  in  Ger- 
many" and  sustained  by  German  interests,  governmental  or  otherwise, 
concerned  with  its  universal  adoption  in  the  United  States.  While  thor- 
oughly condemned  by  Mr.  Samuel  Gompers,  President  of  the  American 
Federation  of  Labor,  and  not  approved  by  the  American  medical  profes- 
sion, nor  endorsed  by  American  business  interests,  this  alleged  panacea 


of  social  reform  has  been  offered  to  one  state  after  another  by  the  Ameri- 
can Association  for  Labor  Legislation  in  the  city  of  New  York,  regardless 
of  all  the  evidence  that  the  system  is  neither  needed  nor  wanted  by  the 
mass  of  American  wage-earners  and  their  dependents.  In  a  manner  thor- 
oughly undemocratic  and  opposed  to  the  first  principles  of  a  representative 
form  of  government,  this  association  and  individuals  allied  to  it  continue 
to  flood  the  country  with  misleading  assertions,  with  cleverly  disguised 
fallacies,  supported  by  the  wrongful  use  of  names  of  men  of  authority, 
whose  opinions  at  best  but  represent  merely  a  desire  to  support  any 
measure  or  means  whereby  it  is  plain  the  social  condition  of  the  people 
can  be  improved. 

The  most  dangerous  tendency  in  American  public  life  today  is  the 
irresponsibility  of  public  utterances  on  the  part  of  men  and  women  in 
positions  of  authority,  whose  judgment  is  relied  upon  by  the  public  and 
accepted  in  good  faith,  and  who  speak  neither  with  the  knowledge  nor  the 
understanding  to  permit  them  to  essay  upon  many  questions  and  problems 
which  seriously  concern  the  future  welfare  of  our  people.  Our  own 
failure  in  academic  and  intellectual  honesty  is  as  serious  and  as  sinister 
as  the  failure  of  the  German  system  of  social  insurance,  which  happily 
concerns  only  the  German  people.  As  a  concrete  illustration,  I  cannot 
do  better  than  direct  attention  to  a  treatise  very  recently  issued  on  "Social 
Insurance  in  the  United  States,"  by  Gordon  Ransom  Miller,  Ph.D.,  Pro- 
fessor of  Sociology  and  Economics  and  Dean  of  the  Senior  College, 
Colorado  Teachers'  College.  This  book  bears  an  editor's  preface  signed  by 
Frank  L.  McVey,  Ph.D.,  LL.D.,  President  of  the  University  of  Kentucky, 
who  concludes  with  the  opinion  that  the  author  of  the  work  "has  done 
an  interesting  and  worth-while  piece  of  work  that  will  find  a  place  in  the 
series  of  handbooks  on  social  science,  of  which  it  is  one."  It  is  my  own 
deliberate  opinion,  based  upon  a  thorough  critical  analysis  of  the  work, 
that  it  is  a  grave  imposition  upon  the  credulity  of  the  American  public 
and  a  thoroughly  unworthy  and  grossly  misleading  contribution  to  social 
science,  whatever  in  the  broad  or  restricted  sense  of  the  term  that  may  be. 
There  is  not  a  page  in  this  book  which  is  not  full  of  errors,  there  is  not 
a  single  conclusion  advanced  which  is  in  strict  conformity  to  the  facts, 
but  throughout  it  breathes  the  subtle  poison  of  intentional  plagiarism,  of 
clever  manipulations,  of  extracts  from  partisan  publications  on  the  subject, 
chiefly  those  of  the  American  Association  for  Labor  Legislation.  The 
book  itself  contradicts  the  author's  assertion  that  "Today  our  best  thinking 
on  social  problems  is  guided  directly  or  indirectly  by  university  influence." 
The  health  insurance  amendment  proposed  to  the  people  of  California 
was  decisively  defeated,  regardless  of  the  fact  of  a  last  public  appeal  to 
the  voters,  full  of  misstatements  in  matters  of  fact  and  concrete  inferences, 
signed  and  widely  disseminated  over  the  signature  of  the  President  of 
Leland  Stanford  University! 

The  advertisement,  as  it  appeared  in  the  Los  Angeles  Times  of  Novem- 
ber 4th,  bears  in  large  letters  the  title  "HEALTH  INSURANCE  the  year 
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'round."  It  asks  the  question,  "Were  you  ever  sick  on  your  back?  Did 
you  ever  lie  there  and  wonder  how  you  would  get  enough  money  to  buy 
food  for  the  wife  and  children?  Health  insurance  will  pay  your  doctor 
and  give  you  part  of  your  wages  while  you  are  sick.  It  does  for  sickness 
what  workmen's  compensation  does  for  industrial  accidents.  It  includes 
the  family.  Selfish  interests  are  fighting  it  tooth  and  nail,  just  as  they 
fought  workmen's  compensation.  Senator  Hiram  Johnson,  Gov.  William 
D.  Stephens,  Mayor  James  Rolph,  Theodore  Roosevelt,  William  G. 
McAdoo,  Dr.  Alexander  Lambert,  head  of  the  American  Red  Cross  in 
France;  Daniel  C.  Murphy,  President  California  State  Federation  of 
Labor;  Dr.  Woods  Hutchinson — men  like  these  are  for  it."  The  adver- 
tisement is  signed  "Health  Insurance  Amendment  League,  Ray  Lyman 
Wilbur,  Chairman,  President  Leland  Stanford  University,  Chief  of  Divi- 
sion of  Federal  Food  Conservation  for  Herbert  C.  Hoover." 

No  trustworthy  evidence  has  been  forthcoming  that  Mr.  William  G. 
McAdoo  and  Mr.  Theodore  Roosevelt  have  given  the  weight  of  their 
endorsement  to  health  insurance  in  general,  or  as  proposed  to  the  people 
of  California.  Dr.  Woods  Hutchinson  is  not  an  expert  on  health  insur- 
ance, any  more  than  any  layman  by  a  superficial  knowledge  of  medical 
subjects  can  qualify  as  an  expert  in  problems  in  medicine.  What  the 
advertisement  did  not  say,  but  what  was  thoroughly  well  known  to  Presi- 
dent Wilbur,  but  wilfully  withheld  from  the  people  of  California,  was 
that  the  Commonwealth  Club  of  San  Francisco,  the  foremost  organization 
of  its  kind,  after  several  years  of  investigation,  at  a  well-attended  meeting, 
took  a  vote  on  the  argument  for  and  against  the  amendment,  and  only 
twenty-nine  votes  were  cast  in  its  favor  and  eighty-eight  against  it.  Even 
the  final  verdict  at  the  polls  could  not  have  more  conclusively  demonstrated 
the  convictions  of  the  people  of  California  that  the  adoption  of  the  amend- 
ment would  be  contrary  to  the  public  policy  of  the  state. 

In  the  words  of  John  Morley,  "The  law  of  things  is  that  they  who 
tamper  with  veracity  from  whatever  motive  are  tampering  with  the  vital 
force  of  human  progress."  The  status  of  a  university  is  not  enhanced  by 
its  president  giving  the  weight  of  his  endorsement  and  active  support  to 
a  recklessly  conceived  program  of  social  change,  clearly  and  unmistak- 
ably traceable  to  pro-German  influence.  Once  more  John  Morley  (in  his 
discussion  of  the  doctrine  of  liberty  in  a  work  on  Compromise,  written 
many  years  ago,  but  which  will  ever  constitute  one  of  the  classics  of  Eng- 
lish literature),  in  explanation  of  the  truth  that  liberty  rationally  con- 
ceived is  the  only  solvent  by  which  progressive  social  changes  may  be 
secured  and  that  needless  coercion  is  the  antithesis  of  freedom,  remarks  that. 

One  reason  why  this  truth  is  so  reluctantly  admitted,  is  men's 
irrational  want  of  faith  in  tlie  self-protective  quality  of  a  highly 
developed  and  healthy  community.  The  timid  compromiser  on  the 
one  hand,  and  the  advocate  of  coercive  restriction  on  the  other,  are 
equally  the  victims  of  a  superfluous  apprehension.     The  one  fears 
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to  use  his  liberty  for  the  same  reason  that  makes  the  other  fearful 
of  permitting  liberty.  This  common  reason  is  the  want  of  a  sensible 
confidence  that,  in  a  free  western  community,  which  has  reached 
our  stage  of  development,  religious,  moral,  and  social  novelties — 
provided  they  are  tainted  by  no  element  of  compulsion  or  inter- 
ference with  the  just  rights  of  others — may  be  trusted  to  find  their 
own  level. 

Most  of  the  arguments  in  favor  of  state  socialism  are  identical  with 
the  plausible  though  fallacious  reasoning  that  social  insurance  institutions 
based  on  the  principle  of  coercion  and  social  control  are  more  preferable 
and  more  to  be  trusted  than  freedom  of  action,  free  competition,  individual 
enterprise,  self-reliance  and  self-help. 

All  of  the  so-called  evidence  in  favor  of  social  insurance  has  been 
derived  chiefly  from  official  sources  with  a  deliberate  disregard  of  the 
truth  readily  available,  proving  conclusively  the  disastrous  consequences 
of  the  German  system  upon  the  mind,  the  life  and  the  labor  of  the  Ger- 
man people.  It  would  be  quite  impossible  within  the  limitations  of  time 
to  do  justice  to  this  aspect  of  the  present  discussion  and  what  follows  is  of 
necessity  restricted  to  compulsory  health  insurance,  but  with  the  evidence 
practically  down  to  date. 

In  a  contribution  to  The  Spectator  under  date  of  August  22,  1918,  I 
reviewed  the  experience  of  the  Leipzig  Communal  Sick  Fund,  brought 
down  to  the  spring  of  1918,  presenting  conclusive  evidence  of  actuarial 
impairment,  of  laxity  of  administration,  of  wage-earners'  opposition  to 
higher  contributions,  of  an  increase  in  women  membership  with  the  cer- 
tainty of  a  higher  sickness  and  mortality  rate,  etc.  The  most  alarming 
evidence  of  malingering  is  disclosed  by  the  experience  of  recent  years, 
in  explanation  of  the  extraordinary  increase  in  the  per  capita  disburse- 
ments for  absences  from  work.  According  to  a  special  investigation  of 
5,881  cases  of  alleged  sickness,  48  per  cent,  of  the  cases  were  found  to  be 
persons  fully  capable  of  self-support,  and  11  per  cent,  additional  were 
warned  and  made  to  return  to  work  at  the  end  of  the  current  week  for 
which  compensation  was  paid.  In  other  words,  only  29.6  per  cent,  of  the 
alleged  sickness  was  found  real,  with  the  persons  fully  deserving  of  sick 
support  on  account  of  incapacity  for  work.  This  being  the  experience  of 
one  of  the  funds  generally  referred  to  as  the  model  which  should  guide 
in  the  adoption  of  a  corresponding  system  of  compulsory  health  insurance 
in  this  country,  the  charges  of  malingering  and  fraud  are  of  special  signifi- 
cance, though  by  no  means  an  isolated  phenomenon.  According  to  the 
annual  report  of  the  Communal  Sick  Fund  of  the  city  of  Dresden  for  the 
year  1917,  the  average  duration  of  incapacity  for  work  was  28  days  for 
male  members  and  33  days  for  female  members.  In  1884-'85,  when  the 
fund  was  established,  the  percentage  of  membership  claiming  sick  benefits 
on  account  of  absences  from  work  was  30.4,  whereas  in  1913,  or  after  29 
years  of  operation,  the  corresponding  proportion  was  32.2  per  cent.    On 
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account  of  the  efifect  of  the  war,  the  data  subsequent  to  1913  do  not  require 
consideration  at  the  present  time,  but  it  may  be  stated  in  conclusion  with 
reference  to  this  experience  that  the  average  duration  of  sickness  was  23 
days  at  the  beginning,  against  28.6  days  at  the  end  of  the  period  under 
review  (1913),  and  that  regardless  of  a  material  decline  in  the  general 
death  rate  of  the  German  Empire  and  the  city  of  Dresden,  the  death  rate 
of  the  membership  declined  only  from  9.9  per  1,000  in  1884-'85  to  7.1 
in  1913.  There  is,  therefore,  no  evidence  in  this  experience  of  the  alleged 
far-reaching  benefits  on  public  health  through  the  operation  of  compul- 
sory health  insurance  funds,  but  quite  to  the  contrary,  conclusive  proof 
of  a  practically  stationary  condition,  with  a  tendency  toward  worse. 

As  is  well  known,  the  Compulsory  Health  Insurance  funds  of  Germany 
include  for  the  first  thirteen  weeks  compensation  for  industrial  injuries. 
As  evidence  of  failure  to  improve  the  social  condition  of  the  German 
people,  the  statement  is  significant  that  of  4,021  persons  injured  during 
the  year  1917,  the  proportion  at  ages  under  twenty  was  48  per  cent.,  against 
only  15.9  per  cent,  for  so  representative  an  industrial  establishment  as 
the  Scovil  Manufacturing  Company  of  Waterbury,  Conn.  Of  the  indus- 
trial accidents  49.7  per  cent,  involved  an  absence  from  work  of  less  than 
two  weeks,  which  is  further  evidence  of  malingering  and  misuse  of  the 
funds.  Out  of  1,002  deaths  of  male  wage-earners  in  the  experience  of  the 
fund  during  the  year  1917,  278,  or  27.7  per  cent.,  were  deaths  from 
tuberculosis,  which  compares  with  21.0  per  cent,  for  adult  male  wage- 
earners  of  the  United  States  registration  area.  In  very  truth,  there  has 
not  been  the  sanitary  progress  alleged  to  have  been  made  throughout  the 
German  Empire,  nor  has  there  been  the  progress  in  industrial  or  personal 
hygiene  on  the  one  hand,  nor  in  the  reduction  in  the  frequency  of  indus- 
trial diseases,  more  or  less  related  to  industry,  on  the  other.  In  the 
annual  report  of  over  fifty  pages  only  about  three-quarters  of  a  page 
relates  to  sickness  prevention,  limited  to  a  few  lines  of  observations  on 
venereal  diseases,  a  few  lines  on  tuberculosis,  and  a  few  lines  on  infant 
mortality.  With  an  income  of  nearly  six  million  marks  during  1918,  the 
fund  made  a  contribution  of  4,500  marks  towards  the  support  of  tuber- 
culosis sanatoria  and  of  only  300  marks  to  the  support  of  associated  eflforts 
for  the  prevention  of  infant  mortality ! 

Equally  interesting  and  conclusive  is  the  annual  report  of  the  Com- 
munal Sick  Fund  of  the  city  of  Hanover.  Under  "maternity  care"  it  is 
stated  that  out  of  1,294  pregnant  women,  221,.  or  17.1  per  cent,  were  the 
mothers  of  illegitimate  children.  The  corresponding  proportion  for  the 
Lying-in  Hospital  of  the  city  of  New  York  is  0.4  per  cent.  The  alleged 
public  health  activities  of  this  fund  were  practically  limited  to  member- 
ship in  a  number  of  associated  efforts  and  the  delivery  of  a  few  lectures 
on  health  problems,  such  as  the  care  of  the  tuberculous,  venereal  prophy- 
laxis, etc.  The  average  duration  of  treatment  in  institutions  was  twenty- 
four  days,  including  every  conceivable  kind  of  indoor  treatment,  resorted 
to  as  a  means  of  reducing  the  labor  of  over-burdened  panel  physicizms. 

13 


The  proportion  of  sickness  cases  in  the  entire  membership  during  the 
year  (1917)  was  32.5  per  cent.  It  is  frankly  conceded  that  of  the  male 
members  reporting  sick  28.7  per  cent,  were  not  incapacitated  for  work, 
against  54.2  per  cent,  of  the  female  members.  Of  course,  a  reasonable 
interpretation  must  be  applied  to  these  figures,  for  it  does  not  necessarily 
follow  that  a  patient  would  not  be  entitled  to  treatment  because  of  his 
being  able  to  go  to  work.  Nevertheless,  all  of  the  German  sickness  insur- 
ance statistics  prove  conclusively  that  the  proportion  of  persons  able  to 
work,  but  drawing  sick  pay  and  requiring  some  form  of  medical  attention, 
is  decidedly  excessive.  In  the  experience  of  the  Hanover  fund  the  volun- 
tary members  of  the  fund  experienced  an  average  duration  of  sickness  of 
33  days,  or,  respectively,  36  days  for  male  members  and  32  days  for 
female  members.  This  may  safely  be  accepted  as  conclusive  evidence 
of  adverse  selection  and  further  misuse  of  the  funds  providing  for  both 
a  compulsory  and  a  voluntary  membership.  The  per  capita  expenses  for 
medical  treatment  increased  from  4.59  marks  in  1904  to  8.19  marks  in 
1914,  and  the  per  capita  expenses  for  sick  pay  from  12.81  marks  to  15.27 
marks.  The  proportion  of  deaths  from  respiratory  diseases,  including 
tuberculosis,  during  the  year  1917  was  41.34  per  cent.  The  general  pro- 
portion of  sickness,  which  had  been  53.44  per  cent,  in  1904,  increased  to 
57.45  per  cent,  in  1913,  which  is  the  last  useful  return  previous  to  the  war. 
The  most  conclusive  and  illuminating  document,  however,  is  the  annual 
report  of  the  Communal  Sick  Fund  for  the  city  of  Koenigsberg,  in  East 
Prussia,  for  the  year  1917.  This  fund  apparently  has  at  last  reached  a 
condition  where  the  withholding  of  the  entire  truth  is  no  longer  possible, 
if  a  complete  disaster  is  to  be  avoided.  It  is  readily  conceded  at  the  outset 
that  the  whole  policy  of  "holding  out"  has  so  reduced  the  vital  resistance 
of  the  German  people  that  the  burdens  upon  the  Communal  Sick  Fund  are 
attaining  to  extraordinary  proportions.  The  result  is  primarily  attributed 
to  the  imperative  need  of  poor  law  support,  disguised  in  the  most  reckless 
manner  as  "sick  pay."  The  income  from  contributions  during  the  two 
years  1916-1917  was  practically  the  same,  but  the  expenditures  on  account 
of  "sick  pay"  increased  enormously,  and  comparing  1917  with  1915 
the  proportionate  rise  was  equivalent  to  75  per  cent.  The  corresponding 
increase  in  the  cost  of  medicines  was  only  35  per  cent,  and  of  institutional 
treatment  17  per  cent.  The  amounts  paid  out  for  medical  treatment,  etc., 
slightly  decreased,  or  remained  practically  stationary.  The  only  explana- 
tion, therefore,  advanced  as  to  the  reasons  for  the  increase  in  the  amount 
disbursed  as  "sick  pay"  is  the  apparent  necessity  of  the  people  for  some 
form  of  material  assistance,  considering  their  debilitated  condition  in  con- 
sequence of  the  war.  To  meet  the  increased  expenses,  the  maximum  pro- 
portion of  wages  subject  to  assessment  for  contributions  was  raised  from 
4J  per  cent,  to  6  per  cent.  For  the  first  time,  the  principle  of  graduating 
sick  support  according  to  the  size  of  the  family  was  introduced,  the 
maximum  being  raised  to  75  per  cent,  of  the  normal  wages  earned.  The 
report  relates  in  detail  the  bitter  and  long-continued  conflict  with  the  local 
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medical  association,  involving  practically  every  physician  on  the  panel 
and  made  more  or  less  subject  to  charges  of  wrongful  practices,  incon- 
ceivable outside  of  the  German  Empire.  In  an  elaborate  discussion  of 
the  evils  of  unrestricted  free  choice  of  physicians,  details  are  presented 
which,  if  not  a  matter  of  oflScial  record,  would  be  absolutely  unbelievable. 
It  is  frankly  conceded  that  the  members  of  the  fund  seek  physicians  who 
are  willing  to  prostitute  their  calling  for  the  purpose  of  falsifying  certi- 
ficates on  the  basis  of  which  sick  support,  medicines,  and  even  articles 
of  non-medical  value  can  be  secured.  It  is  also  held  that  honorable 
physicians,  devoted  to  their  practice  and  unwilling  to  yield  to  wrongful 
suggestions,  have  no  opportunity  for  advancement  and  material  success. 
Statistics  are  presented  for  an  entire  decade  showing  the  tendency  towards 
an  aggregation  of  practice  in  the  hands  of  a  few  less  scrupulous  phy- 
sicians, or,  for  illustration,  in  1917  out  of  69  physicians,  15  carried  on 
the  major  portion  of  the  work,  one  physician  in  particular  being  desig- 
nated who,  beginning  with  a  record  of  703  patients  in  1908,  when  he  was 
paid  an  annual  salary  of  2,096  marks,  increased  his  practice  by  1915  to 
2,285  patients,  with  the  resulting  increase  of  9,708  marks.  During  the 
two  years  following  he  further  increased  his  practice,  but  the  medical 
society,  on  his  account,  as  well  as  in  behalf  of  every  other  physician  on 
the  panel,  refused  to  furnish  the  Communal  Sick  Fund  with  Ae  details  of 
earnings  in  individual  practice  for  reasons  obvious,  but  not  disclosed. 

Because  of  this  local  conflict  with  the  medical  society,  the  Communal 
Sick  Fund  presents  a  large  amount  of  closely  printed  evidence  which  is 
so  much  more  important  considering  the  rigid  restrictions  upon  all  publi- 
cations in  consequence  of  the  shortage  of  paper.  The  report  reveals  in 
full  detail  the  scandalous  practices  of  physicians  issuing  certificates  to 
patients  never  seen  and  filling  out  prescriptions  or  meeting  requests  for 
medical  or  other  supplies  obtainable  through  drug  stores  without  any 
obvious  medical  necessity  therefor  whatever.  In  the  case  of  one  large 
establishment  investigated  it  was  found  that  the  young  women  were  in 
the  habit  of  sending  in  requests  to  one  unscrupulous  physician  for  facial 
soaps,  cold  cream,  and  even  face  powder,  absorbent  cotton  and  hair  tonics. 
Instances  were  disclosed  where  they  had  subsequently  resold  medicated 
soaps  for  perfumery,  most  of  the  claims  being  for  sunburn  or  slight  skin 
affections.  In  lamentable  contrast,  the  more  serious  cases  did  not  receive 
proper  attention,  and  even  cases  of  incipient  lung  disease  were  treated 
in  a  manner  bordering  perilously  near  to  malpractice.  When  these  and 
other  facts  were  brought  to  the  attention  of  the  medical  association,  fully 
supported  by  numerous  affidavits  describing  individual  cases  of  wrong- 
doing, the  committee  on  ethics  of  the  medical  society  refused  to  take  action 
or  find  its  derelict  members  guilty  of  off'enses  which  in  any  other  country 
would  be  brought  into  the  courts  for  proper  adjudication.  Under  such 
circumstances  it  is  not  a  matter  of  surprise  that  out  of  2,730  special  cases 
of  sickness  investigated,  782,  or  28.6  per  cent,  were  found  to  be  entirely 
fit  to  return  to  work.    Further  investigations  disclosed  an  additional  684, 
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or  25.1  per  cent,  able  to  return  to  work,  leaving  only  1,264,  or  46.3  per 
cent,  as  really  entitled  to  sick  pay  and  medical  treatment,  the  remainder 
being  obviously  malingerers,  engaged  in  the  dishonorable  practice  of 
imposing  upon  the  funds.  It  would  be  needless  to  further  enlarge  upon 
this  evidence,  which  is  entirely  conclusive  and  which  may  be  briefly  sum- 
marized as  follows: 


SUMMARY  OF  CONCLUSIONS 

1.  Instead  of  effectively  suppressing  social  democracy  throughout  the 
German  Empire,  the  social  insurance  institutions  merely  served  the  pur- 
pose of  furthering  the  spread  and  more  general  acceptance  of  radical 
socialistic  doctrines,  sustained  by  the  feudalism  and  paternalism  of  the 
German  government.  When  social  insurance  came  into  existence  the 
Socialistic  Party  vote  was  approximately  half  a  million,  whereas  at  the 
outbreak  of  the  world  war  the  voting  strength  of  the  Socialists  had  reached 
four  million  and  a  half.  While  paternalistic  social  insurance  was  inaugu- 
rated by  an  imperial  message  signed  by  William  I,  it  came  to  an  end 
by  the  abdication  of  William  II  and  the  abject  surrender  of  the  German 
military  regime  in  the  armistice,  bearing  the  signature  of  the  leader  of  the 
Socialistic  Party. 

2.  Instead  of  lessening  the  prevailing  amount  of  social  unrest,  the 
social  insurance  institutions  merely  increased  the  demand  for  additional 
benefits  out  of  all  proportion  to  the  intrinsic  value  of  the  financial  con- 
tributions made  by  employers  and  employees. 

3.  Instead  of  substantially  improving  the  economic  condition  of  Ger- 
man wage-earners,  the  benefits  provided  through  social  insurance  were 
never  adequate  to  meet  more  than  the  requirements  of  a  minimum  standard 
of  life.  In  1915  the  average  invalidity  annuity  was  less  than  fifty  dollars 
per  annum,  about  the  same  amount  was  paid  for  sickness  annuity,  about 
forty  dollars  per  annum  for  old-age  pensions  and  about  twenty  dollars 
per  annum  to  widows  and  orphans.  Regardless  of  a  considerable  measure 
of  economic  progress  due  to  general  causes,  and  largely,  no  doubt,  to  a 
protective  tariff,  the  social  condition  of  the  mass  of  the  German  people 
at  the  outbreak  of  the  war,  proportionate  to  their  intelligence  and  industry, 
was  lamentably  below  the  corresponding  standard  of  labor  and  life  pre- 
vailing in  the  United  States. 

4.  Contrary  to  wrongful  assertions  concerning  the  physical  progress 
of  the  German  people  under  social  insurance,  the  comparative  statistics 
of  physical  well-being  prove  conclusively  the  prevalence  of  a  large  amount 
of  constitutional  diseases,  lack  of  disease  resistance,  want  of  normal  phy- 
sical development,  etc. 
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5.  In  the  direction  of  sanitary  reform  the  corresponding  progress 
throughout  the  United  States  was  measurably  in  advance  of  German 
achievements.  The  German  death  rate  under  social  insurance  has  not 
been  diminished  proportionately  to  the  decrease  secured  in  this  country 
in  response  to  a  far-sighted  and  more  liberal  public  policy.  The  alleged 
interest  of  social  insurance  institutions  in  public  health  activities  was 
practically  limited  to  the  treatment  and  care  of  tuberculous  wage-earners, 
entitled  to  relief  under  the  invalidity  insurance  system,  but  for  this  most 
afflicted  element,  the  average  duration  of  treatment  was  only  ninety  days, 
or  quite  insufficient  for  the  purpose,  in  contrast  to  an  average  duration  of 
twice  that  length  of  time  in  such  well-managed  institutions  as  the  Municipal 
Sanatorium  of  Chicago. 

6.  Since  the  outbreak  of  the  war  tuberculosis  has  rapidly  increased 
throughout  Germany  and  the  institutions  established  for  tuberculous  wage- 
earners  have  been  largely  utilized  for  war  purposes.  The  number  of 
patients  treated  and  the  amounts  heretofore  provided  for  tuberculous 
wage-earners  under  social  insurance  have  since  1914  been  reduced  by  more 
than  one-half,  while  the  amounts  raised  for  these  purposes  have  been 
diverted  to  war  charities. 

7.  The  condition  of  the  medical  profession  throughout  Germany  has 
not  been  materially  improved,  but  quite  to  the  contrary  the  ethical  stand- 
ards have  been  perceptibly  lowered,  attaining  in  some  communities  to  the 
proportions  of  a  positive  public  scandal.  The  better  element  has  been 
discouraged  by  the  opportunities  extended  to  the  more  unscrupulous  to 
encourage  malingering  and  fraud  and  widespread  imposition  upon  the 
fimds.  Instead  of  harmonious  relations  prevailing  after  thirty  years  of 
experience  between  the  medical  associations  and  the  sickness  insurance 
funds,  quite  to  the  contrary  there  has  been  continuous  warfare,  best  illus- 
trated by  the  frequency  of  so-called  "doctors'  strikes."  A  vast  amount  of 
precious  time  and  thought  is  wasted  upon  needless  treatment  for  trivial 
or  imaginary  complaints,  while  treatment  for  serious  afflictions  is  often 
grossly  inadequate  to  the  purpose  of  a  cure. 

8.  The  sickness  rate  among  German  wage-earners  has  not  been  reduced, 
but  remains  at  a  figure  far  above  any  corresponding  conditions  of  ill- 
health  disclosed  by  impartial  investigations  in  this  coimtry.  In  many  of 
the  funds  more  than  half  of  the  wage-earners  will  claim  sickness  and 
medical  benefits  throughout  the  year.  Most  of  these  benefits  are,  by  inde- 
pendent inquiries,  proven  to  be  unjustifiable  demands  upon  the  funds, 
practically  insisted  upon  as  a  right  either  as  unemployment  benefits  or 
poor  relief  disguised  as  claims  for  sickness  and  inability  to  work. 

9.  In  consequence  of  the  industrial  changes  resulting  from  the  war  a 
large  number  of  women,  children  and  aged  persons  have  been  admitted 
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to  membership  in  the  sickness  and  invalidity  funds  under  conditions 
opposed  to  conservative  management.  In  consequence,  the  future  demands 
upon  the  funds  for  sick  relief  and  invalidity  must  very  considerably 
increase,  and  such  in  fact  has  already  been  the  case  during  the  last  three 
years  of  the  war.  The  required  increase  in  contributions  from  wage- 
earners  has  been  violently  resisted  and  the  deficiencies  have  been  made 
good  by  the  withdrawal  of  substantial  amounts  from  the  reserves. 

10.  Not  only  has  the  Government  been  reckless  or  indifferent  in  the 
general  administration  of  the  funds,  but  there  has  been  the  utmost  toler- 
ance in  permitting  expenditures  for  war  charity  purposes,  out  of  all 
proportion  to  the  financial  resources  of  the  funds.  During  1915  alone 
over  twenty  million  marks  was  expended  in  this  manner,  largely  in  the 
form  of  money  grants  to  dependents  of  soldiers  killed  in  the  war,  or  for 
Red  Cross  purposes,  etc. 

11.  If  reckless  in  the  direction  indicated,  the  Government  virtually 
looted  the  accumulated  funds,  especially  of  the  invalidity  insurance  insti- 
tutions, by  insisting  upon  the  compulsory  investment  in  war  loans.  The 
social  insurance  institutions  subscribed  one  and  a  half  billion  marks  to 
the  first  seven  war  loans,  and  at  the  present  time  the  invalidity  insurance 
institutions  have  apparently  over  half  of  their  investments  in  war  obliga- 
tions. Since  the  institutions  lost  considerably  in  the  sale  of  first-class 
securities,  which  were  replaced  by  war  loans  of  doubtful  intrinsic  value, 
the  ultimate  losses  from  these  sources  will  unquestionably  be  very  con- 
siderable. Since  it  is  practically  certain  that  under  the  new  socialistic 
government  a  part,  if  not  the  whole,  of  these  loans  will  be,  or  may  be, 
repudiated,  or  that  in  any  event  the  war  loans  will  be  reconverted  with 
reduced  interest  earnings,  the  financial  outlook  for  the  future  in  this 
respect  is  perhaps  the  most  alarming  of  all. 

12.  In  the  industrial  accident  branch  of  social  insurance,  the  Govern- 
ment has  approved  very  substantial  reductions  in  the  assessments  as  a 
matter  of  war  necessity,  regardless  of  an  increase  in  accident  frequency 
on  account  of  the  employment  of  women,  children  and  aged  persons  with- 
out previous  factory  experience.  Between  1914  and  1915  there  was  a 
decrease  in  the  expenditures  for  accident  prevention  to  the  amount  of  over 
600,000  marks,  and  nearly  a  million  marks  less  were  expended  in  con- 
nection with  accident  investigations,  supervision,  etc.  In  marked  contrast 
to  expenditures  in  1915  of  less  than  two  million  marks  for  accident  pre- 
vention, the  expenditures  for  the  investigation  of  accident  claims,  accident 
causation,  etc.,  reached  not  far  from  four  and  a  half  million  marks.  The 
evidence  that  German  industrial  accident  prevention  under  social  insurance 
has  not  been  anywhere  near  as  effective  as  the  corresponding  voluntary 
efforts  in  this  country,  is  brought  out  by  the  statement  that  while  in  1903 
the  total  fatal  accident  rate  in  (^erman  industry  was  0.74  per  thousand, 
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it  was  0.73  in  1914  and  0.85  in  1915.  The  fatality  rate  in  German  coal 
mining  remains  at  the  figure  of  nearly  3  per  1,000,  which  is  above  the 
average  rate  prevailing  in  this  country,  regardless  of  decidedly  more  dan- 
gerous conditions  on  account  of  the  employment  of  a  much  larger  pro- 
portion of  men  with  very  limited  mining  experience,  chiefly  because  of 
their  foreign  origin  and  inability  to  thoroughly  understand  the  rules  and 
regulations  in  the  English  language. 

13.  It  is  a  foregone  conclusion  that  German  wages  must  suff'er  a  very 
substantial  decline  in  consequence  of  the  war  and  the  readjustment  of 
international  relations,  more  or  less  burdensome  to  the  German  people. 
Since  the  whole  social  insurance  system  rests  upon  the  compulsory  deduc- 
tion from  wages  on  the  one  hand  and  the  compulsory  contributions  by 
employers  on  the  other,  the  inference  would  seem  justified  that  if  the 
products  of  German  industry  are  in  the  future  to  meet  international  compe- 
tition, the  burdens  of  social  insurance  will  have  to  be  materially  reduced. 
But  on  the  other  hand,  the  increasing  economic  distress,  the  large  pro- 
portion of  more  or  less  dependent  war  invalids,  the  large  increase  in  the 
number  of  widows  and  orphans  in  need  of  financial  support,  will  demand 
rather  an  increase  than  a  diminution  of  the  benefits  likely  to  be  derived 
from  the  social  insurance  system.  Yet,  as  clearly  brought  out  by  the 
experience  which  has  thus  far  been  had,  the  demands  for  an  increase  in 
the  contributions  on  the  part  of  the  wage-earners  will  be  strongly  resisted 
by  the  wage-earning  element  now  in  power,  while  the  employers  will  find 
it  impossible  to  provide  additional  contributions  and  yet  maintain  a 
reasonably  low  cost  of  production  and  prices  adapted  to  the  existing 
requirements  of  international  competition. 

14.  After  all,  the  most  lamentable  consequence  of  social  insurance  in 
Germany  has  been  the  measurable  lowering  of  the  social  and  individual 
morality  of  the  German  people.  The  system  in  every  direction  has  fos- 
tered dishonesty,  deception  and  dissimulation.  Imposition  upon  the  fimds, 
the  drawing  of  sick  pay  during  periods  of  unemployment  as  the  basis  of 
certificates  of  illness  wrongfully  issued  by  attending  physicians,  had 
become  the  rule  rather  than  the  exception  throughout  Germany  at  the  out- 
break of  the  war.  Numerous  investigations  made  by  impartial  inquiry 
reveal  the  wide-spread  practice  of  malingering,  frequently  attaining  to 
half  the  proportion  of  all  the  sick  claims,  chiefly  made  for  short  periods 
of  time  and  involving  in  the  aggregate  enormous  burdens  upon  German 
industry.  Lax  social  morality  in  this  direction  is  reflected  also  in  the 
high  rate  of  suicide,  in  the  relative  frequency  of  suicide  among  children, 
in  deplorable  conditions  of  sex  morality  and  lamentable  shortcomings  in 
housing  accommodation.  The  war  has  revealed  the  true  character  of  the 
German  people,  in  marked  contrast  to  the  belief  heretofore  held,  that  in 
whatever  other  directions  they  might  fall  short  by  comparison,  they  were 
at  least  law-abiding,  honorable  and  humane.    The  evidence  revealed  by 
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a  careful  analysis  of  social  insurance  experience  proves  with  equal  con- 
clusiveness that  in  consequence  of  a  system  resting  upon  false  principles 
of  paternalism  and  coercion  the  mind  and  the  morals  of  the  mass  of  the 
German  people  have  become  perverted  to  habits  of  dissimulation  and 
fraud,  totally  imthinkable  of  toleration  in  any  other  country  in  the  world. 

15.  The  German  experience  proves  the  inadequacy  of  social  insurance 
as  an  effective  means  of  securing  the  required  degree  of  continuous  social 
progress  demanded  by  modern  standards  of  labor  and  life.  The  funda- 
mental principle  of  such  progress  is  social  justice  and  the  largest  measure 
of  political  and  social  freedom  consistent  with  the  security,  the  well-being 
and  the  happiness  of  all.  The  German  experiment  in  paternalism  and 
coercion  sounds  the  most  convincing  note  of  warning  to  other  industrial 
countries,  where  under  free  institutions,  under  the  ministry  of  voluntary 
service,  savings  and  self-sacrifice,  infinitely  better  and  more  lasting  results 
have  been  achieved.  It  is  devoutly  to  be  hoped  that  the  warning  will  be 
heeded  by  the  American  people  and  that  they  will  develop  a  strong  and 
thoroughly  effective  opposition  to  any  and  every  tendency  towards  autoc- 
racy, paternalism  and  coercion,  as  inherently  hostile  and  fatal  to  our 
traditional  conceptions  of  personal  and  political  liberty  in  a  democracy. 
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